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Understanding Control of Strategic Policy and Day-to-
Day Operations 

 
Issue: 

This brief explains what it means for Veteran 
business owners to control strategic policy 
setting and day-to-day operations in accordance 
with 38 CFR Part 74. 
 
(For purposes of this brief, Veteran applies 
equally to Service-Disabled Veterans; applicant 
refers to the business entity applying for 
verification; and participant refers to a business 
entity that has already been verified.) 
 

The Regulations: 

38 CFR § 74.1 provides that “[d]ay-to-day 
management means supervising the executive 
team, formulating sound policies and setting 
strategic direction.” 
 
38 CFR § 74.1 provides that “[d]ay-to-day 
operations means marketing, production, sales, 
and administrative functions of the firm.” 
 
38 CFR § 74.4(a) states that “[c]ontrol means 
both the day-to-day management and long-
term decision-making authority for the 
[veteran-owned small business (VOSB)]...” 
 
38 CFR § 74.4(b) states that “[c]ontrol is not the 
same as ownership, although both may reside 
in the same person. CVE regards control as 
including both the strategic policy setting 
exercised by boards of directors and the day-to-
day management and administration of 
business operations...” 

 

What This Means: 

 Examples of day-to-day operations of a 
business may include ensuring that the 
company continues its basic business 

activities, such as the supplying of goods 
and services on a day-to-day basis. 

 If an owner resides in a state other than 
where the applicant conducts its business 
operations, the Veteran must submit a 
letter of explanation demonstrating how he 
or she is able to set strategic policy and 
manage day-to-day operations from a 
remote location. 

 Provisions located in the applicant’s 
business or organizational documents 
cannot restrict the Veteran’s ability to 
manage the daily business operations of the 
subject company. 

 

Excerpts From Verification 

Denial Letters: 

The following excerpts provide insight into 
common reasons why some applicants do not 
meet verification requirements: 
 

 “According to 38 CFR § 74.4(b), ‘[c]ontrol is 
not the same as ownership, although both 
may reside in the same person. CVE regards 
control as including both the strategic policy 
setting exercised by boards of directors and 
the day-to-day management and 
administration of business operations. An 
applicant or participant’s management and 
daily business operations must be 
conducted by one or more veterans or 
service-disabled veterans.’ The applicant 
has agreed to operate under the terms of 
the Example, Inc. Franchise Agreement.  
However, the agreement restricts the 
Service-Disabled Veteran’s ability to set 
strategic policy for the corporation and 
manage the day-to-day operations. For 
example, Article V, Section B.1 states that 
‘[n]o other services other than those 
authorized by this Agreement may be 
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offered or conducted from your office.’ 
Secondly, Section B.4 states that ‘[a]ny 
deviation from the suggested interior layout 
and design provided to you by us for 
establishing your new business must be 
approved in advance in writing.’ These 
provisions restrict the Service-Disabled 
Veteran’s ability to manage the daily 
business operations of the concern and set 
strategic policy. Therefore, CVE cannot 
reasonably conclude that the requirements 
of 38 CFR § 74.4(b) have been satisfied.”  
 

 “According to 38 CFR § 74.4(b), ‘[a]n 
applicant or participant’s management and 
daily business operations must be 
conducted by one or more…service-
disabled veterans…’ CVE defines control to 
include ‘the day-to-day management and 
administration of business operations.’ 
Here, all checks, contracts, and the 
applicant’s lease agreement have been 
signed by the non-Veteran member. Based 
on the documentation provided, CVE 
cannot reasonably conclude that the 
Service-Disabled Veteran is involved with 
managing the daily business operations of 
this concern. As a result, the requirements 
of 38 CFR § 74.4(b) have not been 
satisfied.” 

 
FOR INFORMATIONAL PURPOSES ONLY 
This information has been provided by the U.S. 
Department of Veterans Affairs (VA) Office of 
Small and Disadvantaged Business Utilization 
(OSDBU) for general informational purposes 
and should not be construed as legal advice. 
You should contact your attorney to obtain 
advice with respect to any particular issue or 
problem. In addition, VA OSDBU makes no 
representation as to whether the information 
above is accurate or current. All applicants and 
participants must read the applicable 
regulations and determine how best to meet 
these requirements. This Verification Assistance 
Brief does not constitute legal notice or replace 
governing regulations. 

For more information about VA Small and 
Veteran Business Programs, visit 
http://www.va.gov/osdbu. 
 

VA Office of Small and Disadvantaged 
Business Utilization 

1–866–584–2344 
Monday–Friday | 8 a.m. to 6 p.m. (Eastern) 

 
Status Update: 

verificationfollowup@va.gov 
Profile Questions: vip@va.gov 
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